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ABSTRACT 

A study was conducted to'^assess the economic imprct 
of Montgomery College (MC) on local business, local government, and 
the job market in the surrounding community for fiscal year 1981. 
Using linear cash-flow equations designed fot the American Counpil On 
Education and adapted for MC* the study assessed monies comirig^ntb 
the college from studtents and from f iederal , syite , and county sources 
and traced the flow of money into local business and government 
sectors. Study results indicated that: (1) the total impact on local 
businesses made by MC and its employees was nearly $12 miUfion, 
including $8.9 million in direct expenditures and $3.1 million 
resulting from the multiplier effect; (2) 37 cents of every dollar 
spent by the college for operations and compensation entered the 
business sector for goods dnd services;. (3) for every county tax 
dollar appropriated, $1.07 was returned to the business sector; (4) 
for every $0.99 spent by the county to provide services for college 
employees and their families, $1.00 was received by the county 
through taxes or revenue transfers; (5) for fevery $0.72 spent by the 



county to support MC and provide college-related services 



MC 



returned $1.00 in college-related revenues to 
colJ^ge employed 980 people full-time, and an 
were employed to support college employees 
(HB) 



the county; and (6) the 
additional 340 people 
and their families. 
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EXECUTIVE SUMMARY 



Montgomery College ia a public, multi-campua , comprehensive community 
college established and aupported by Montgomery County and the State of 
Maryland for the primary purpose of providing appropriate and essential 
education and training .at the postsecondary level. The College enrolls 
nearly 19,000 students, in credit courses and over 3,000 students in 
non-credit courses each semester. The College' s, basic purpose is to 
provide education of excellent quality to primarily the residents of 
Montgomery County. ^ 

The College, through its primary purpose of education, affects the local 
econaniy by providing an educated labor force' to mefet County employment 
needs. However, it is not often recognized that the College affects the 
local economy in Montgomery County in other Ways through its daily 
' operations as a multi-million dollar enterprise. In order to determine the 
magnitude of the- effect of its daily operations on the economy, a study -has 
bee^i done to measure the impacts of the College's operating expenditures 
for the 1981 fiscal year on local bus inefis, local, government, and the local 
job market. Ho attempt was made to show what the economy wbuld have been 
like ii*"the College did «ot exist or if College 'property had been put to an 
alternative use. The results simply describe the expenditures and related 
governmental revenues and costs for Montgomery College for a one-year 
period. 

This dtudy ia the first of several studies about the i-mpact of the College 
on it« community. ' Studies being planned include ones on- community' usie of 
facilities, the economic return to students for their investment in higher 
education at Montgomery College, and community involvement of the College 
and it« st^ff* • * 



Business Sector \ > 

The total impact on local business of expenditures made b^ Montgomery 
Coll-ege and its employees was nearly $l2^ million. This figure includes 
88.9 million of local expenditures niS'de by the College and its employees 
O * «noeh«r $3.1 million of ipending resulting from the multiplier effect. 

ERIO 



In addition to expenditures, the value of local business property that 
existed iri order to serve the College and College-related business 
transactions was es^timated to be more than $6 million. The credit base of 
local banking institutions was increased about $7.1 million as a result .of 
College and employee deposits. However, more' than $1 million of potential 
business volume was removed from the business sector because ^of the 
College's operation of auxiliary enterprises, such as bookstores and 'food 
setvices. . ^ 

the $8.9 million estimate of College and employee expenditures A>e8 not 
include a/i^^stimate for employee expenditures for the purchase of homes. 
It only includes an estimate fpr rent expenditures because the econom^ic 
impact of purchasing homes is very difficult to estimate. If the impact 
for people purchasing homes was similar to that for renters, the amount of 
expenditures for the College and its ^employees would incr^^se to $11.1 
million from $8.9 million. The total impact on local business would 
ihcreliae from approximately $12 million to nearly $15 million. 

Thirty^seven cents of every dollar spe^t by the College for operations and 
compensation entered the County's business sector for goodsand servicep. 
In addition, for every County tax dollar the County appropriated fot the 
College $1.07 was returned to the -business sector.; 

V ^ ^ • / 

; y ^ ' ( 

Government Sector^ ; 

Montgomery County received approximately $1.3 rnillion from College**related 
taxes and transfers. This includes taxes paid by employees and the College 
and Sta^te and Federal aid transfers allocable to employees and their 
families. 1% does not include $10.6 million of State aid for the College 
or $5.4 million in State and federal student financial aid. The major 
coats to Montgomery County in addition to the $11.2 million appropriation 
for the College were about $1.3 million to provide municipal and school 
services to College employees and their families and $170,000 in foregone 
real estate taxes for College property. 

0 

. ' vl 



For every 99 cents apent by the County to provide municipal-type aeryices 
and public achoola for College employees and\ their familiea, $1 waa 
received by the County aa taxea or revenue ttansfera. The ratio of County 
coats for providing College-related services and for aupporting Montgomery 
Cd41ege to non-County revenues generated by the College including State and 
Federal aid to students and the College results in a ratio of .72 to 1, 
Thus, for every 72 cents the County spends for providing College-related 
services and for supporting Montgomery College, the College returns one 
dollar in College related revenues to the County. 



Job Sector 

The greatest impact the College had on private individuals itij fA\e County v" 
was primarily through jobs and employment opportunities. Thi oillege 
employed directly over 980 people full-time in FY'81 as administVators, 
faculty, or support staff in its regul,ar oj^erations plus the "Commttnity 
Services and auxiliary enterpripes activities.' Over 340 additional people 
-were employed by local businesses and the County government td> support 
these employees and their families. The College also eroployedj over 470 
people on a part-time basis in, FY 1981. An estimate of ihe ni^ber of 
additional people employed by local businesses arid the County ^governilient: to 
support these part-time College employees was not made in the ^tudy because 
it can not be assumed that part-time employees re aride in the County because 
of their College employment. „ ; 

Future Impacts 

, x • ; 

Based on the College's budgets for fiscal years 1982 and 1983 and the 
assumptions used in thaPY 1981 analysis, the College's impact on the 
economy should increase an estimated 13.9 percent from FY 1981 tp FY 1983.» 
Tdtal taxes and revenues transfers would increase an estimated 1^.1 
percent,- assuming an annual five percent increase in County budget, tax,, 
and assessment data* from FY 1981 to FY 1983. , 
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Cone lu8 ion 
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The College, operating as one o^ the County's major enterprises , has had a 
positive impact on all sectors of the local economy. These positive 
impacts coupled with tbe\ College' s influence on raising the educational and 
skill levels of local population make Montgomefy.,^liege W vital lyOcal 
economic force. 
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INTRODUCTION 



Befor<p a major new business is established in an area, the costs and 
benefits of locating the business in a particular location are analyzed* 
long before a facility is built or employees are hired. | A business needs 
'to know the costs of operating' in a certain locale, and- if by demonstra- 
ting the positive economic impacts it would bring; to< an l^rea, it could 
receive a significant tax .break. The local government, \n the other 
hand, also needs to be aware of the positive Impacts as i|t courts * 
different businesses. In addition, a county or city must | be aware of the 
costs of providing services to a company and its employees.^ 

' Unfortunately , this same concern and awareness of costs anki benefits is 
often not found when dealing with governmental or other noh-profit 
enterprises. This often is due to the slow, incremental gij-owth of many^ 
governmental agencies. The final result, however, is limitijed knowledge 
of the local impact of multi-million dollar operations on the local 
economy. Funding cutbacks or inc;reases affect not only the . governmental 
operations thetftselves , but also the communities in which th^y are 
located. Institutions and their staffs have an impact on loical business 
and .local tax revenue. They also may require additional services and 
products from both the business and government se,ctors. , 

This study attempts to trace the impact that Montgomery College had on 
Montgomery County government and business during one fiscal ye^ar, July 1, 
1980 to J\ine 30, 1981. It describes the impact on local businipss from 
expenditures made by the CoUege'and its employees ' that live within and 
outside the County. The study also estimates the amount of increased 
taxes the County receives as a result of the College as well as the costs 
of supplying services to College employees and of removing property from 
the tax rolls. 

The study does not attempt to show what the economy would be like, if the 
College did not exist, or if its proper^ty were put to an aUernative use. 
The resultf simply trace the expenditures and related governmental 
revenues and costs for a one-year period. 
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M(;thodoLogy * ^ 

The operation of Montgomery College will have long lasting effects on the 
County's economy through th^ increased earnings of its students and the 
manpower training provided 'to local business and industry. This s^ud^, 
however, measured only the short-term impacts of the College* s operations 
fdr onfe year. The study design looks at monies coming into . the College 
from students^ federal, State and Cj^unty sources, and traces the flow of 
this money into the local business and governpient sectors. The results 
also reflect monies the CourfCy miist spend to provide services to the 
College's resident employees* In order to trace these fundfs, a series of 
linear cash-flow equations originally designed for the Amerfican Council 
on Education (2l^were used. The equations do not, take into account the 
tempo of economic activity or stability. They also are conservative in 
that the impacts are probably greater than the results indicate as shown 
in sections of the^ report that follow. 

\ 

In adapting the equation's for Montgomery College, impacts of stadent 
spending in the County were omitted.- It would l?e difficult to determine 
how many students lived in Montgomery County because they attended the 
cSllege. If. the College did not exist, many, probably ^st 1,11 Would l^ve 
lived in the County. However, thp spending of all full-time employees 
was conside'red^ even though some employees may have lived in the'^ County 
if the College did not exisfc. The rate of spending of full-time \ 
out-of-County employees has been adjusted to reflect^ their local ipenc^ing 
pattern. The impact of part-time employees was not included in the study 
for retfikd^s similar to those for students. , 



The resuHs are only eatimates of the College's economic impact on the 
County in FY 1981. The study was designed to use information that was 
readily available to avoid creating new surveys "and more paperwoirk. 
Statistics from national and statewide studies were used, for example, to 
estimate spending and saving patterns of employee grbups. Those figures 
sometimes were, adjusted to reflect residential patterns in Montgomery 
County and the fluctuating state of the economy. Some researchers feel 
that the use of nationally normed data in sensitive are^s such as 
spending is more accurate' than creatfing new data from a smaller base. 
Exact figures were available for College expenditures, employed 
information, and County and State financial and property assessment 'data. 
Information about the business sector came from County records; and the 
U.S. Census of Business and Industry. - ' 
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,o Sunmry of Resulf 

* • 

The results are divided into two major s^ctiona to deacribe the impact of 
Montgomery College on the 1) Buainesa Sector, and 2) Government ^^^^^^ * ^ 
A short section on Job .Sector impiicts also is included. All figures are 
for the 1981 fiscal year unless otherwise tooted. ^ 

^ Business Rector ^ ^ 



r 



The total impact of expenditures on the Montgomery County business' sector 

by Montgomery College and its employees was approximately $12 million. 

• • • 

^Thia figure includes $8.9 million of local expend iturea made by the 
College and its employees and $3.1 million of additional spending 
resulting from the multiplier effect (Table A). The . multiplier effect 
tracea dollara through the first round of spending to the second, third 
atid higher rounds. For example. iO cents of a dollar apent by a faculty 
member at a local restaurant may go to a restaurant employaa who then 
spiends part of that sua at another local establishment. The multiplier 
effect takes into account each round of spending within a specified area. 
Thia study used a moderate multiplier of 1.3S which reflects Che size of 
the area, the number and volume- of bifsinesses, and the diversity of the 
industrial base [13]. ' x 

r 



TABLE 



Loca,L Impact of Expenditures Mide by Montgomery College 

<and it a Employee a 



Local expenditures by the College * $ 1,490,835 

Local expend iturea by employeea 7,374,515 
Total local expend iturea 

Multiplier •ffect 1.35 

Total Impact $ 11,96B,223 



College Expend itmreja 



The amotirft of local expenditures made by the College itself ($1,490,835), 
Was calculated by triultiplying the per^ purchases made at local 

firms tilnes the ■■totat qoilej^ec^^ for FY 1981 les$ compensation, 

payments to govet^ include goods and servi<:es 

needed to mairitain the College ' s operatio ^ 

Employee Expenditures 
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Local expenditures^ Montgomery CoHege employees of $7,374,515 com^ from 
three ^oiircesi l) Expenditure foif local rental housing, $989,912; 2) 
nonrhousing fexjpenditures, $6*225 i 68 and 3) expenditures by nonresident 
employees, $15B, 922 (T^l^ J^) y Th^ first two categories included only 
employees living in Mont Seventy-three, percent of the 
full-time employees 1^^^ the County in FY. 198L^^^he niMnber of resident 

'employ^^s renting housing (31 percent) was based on the U,S* Census of 
Hdusiiig iiOl while the p^cent^^ disposable income used for rent (26 
perce|it) was based on profiles of families 
iiving in the Wash i^ig ton region. 

■ • V. " ■ ^" . ■ "■ y ■ 

Montgomery College employees who owned homes in the County were estimated to 
have spent at least dn additional $2,244,000 for housing. The $2,244 
million figure is based on the same estimates used in determining the rental 
expenditure of employees. This money was not included in the overall 
computations because ^of the difficulty^f estimating how much of it 
increased the locaf business volume or expanded the credit base. The amount 
of disposable income spent by resident employees for payment to banks of 
mortgage iti,£e rest and principal charges, to insurance companies, and realty 
firms, is T>robably more than $2,244 million. It also can be assumed that a 
portion of these payments did increase the local business volume. The«. 
exclusion of these expenditures from the analysis of the College's impact on 
the business sector, including area financial institutions, illustrates the . 
under stat^ent of the total College impact inherent in the conservative 
approach to this study. If we were abJLe to include this $2,244 million, 
local expenditures by College employees would increase to $9,618,3l3 from 
$7,374,515 (Table B). The impact on the local econony of these increased 
expenditures plus the impact of the College's expenditure would increase to 
nearly $15 million from $12 million. * - ; - 



TABLE B ^ 

Local Expenditures by Montgomery College Employees 



Local rental housing expenditures $ 9^9,912 

Non-housing expenditures * 6,225,681 

Nonresident em^l^yee expenditures 158,922 

Sub-Total ' $ 7,374,515 

Non-rentaa housing , ♦ • 2,244,000 

Total ^ $ 9,618,515 



The $6.2 million spent on non-housing goods and services included all 
local expenditures made by resident employees. The percentage of ^ 
disposable income spent for non-housing goods and services (66%) also 
came from the U.S. Bureau of Labor Statistics- profiles. The proportion 
of non-housing expenditures that employeies spent within the county 
(75.6%) was determined by the gravity thieory that takes into account 
local business vol^ume and the proximity and volume of neighboring 
business establisiments. 

The amount o£ nonresident employee expenditure^ ($600 per employee) made 
in Hontgomery County was baBCd on aa estimate of annual purchases of 
goods and services made by employees living in other political 
jurisdictions. ' ^ — 

College-Related Business Property *' 



The dirept expenditures by Montgomery College and its employees dd not 
capture the College's full impact on local businesses and the economic 
base of the County. In addition to expenditures, the value of local 
business property that existed in order to* serve this College and 
College-related business transactions should be considered. The value of 
„that property in FY 1981, including both real estate and inventories was 
over $6.Q million (Table C). 



The value of College-related real property ($4,664,216) was calculated 
by multiplying the. percentage of total County business volume th^t was 
College-related times the value of all local business real property. [6] 
•pie yalue of inventories ($1,346,425) was determiried by multiplying an 
iriventory-to-business volume ratio (11.25%) from the U.S. Internal 
Revenue Service [12] times the value of College-related biisinesa volume, 



TABLE C 

Value of College-Related Local Business Property 



Value of real property 
Value of inventories 

Total 



$ 4,664,216 
> - 1,346.425 

$ 6,010,641 



Credit Base 



Both personal and business incomes relat^ed to College activity h^an 
additional impact on the local edononqr through the expansion of the 
credit base in loCal banks. The credit base was increased by 
approximately $7.1 million as a direct consequence of College-related 
'deposits in FY 1981 (Table D). A large percentage of this expansion 
came from the checking and savings accounts of College employees. 
Estin^fes of the average size of these accounts were based on a weighted 
average of income levels of fiaculty, staff, and administrators in 
conjunction with financial characteristics of consumers published by the 
We^ Reserve V [8 J . Also taken in^ account were the average time and 
demand deposits made by the College as^r^l as the cash deposits of local 
b.u»ine8res r^ulting from CoUege-relatedtJ^^ (See section on 

Employee Expenditures for non-rental housing injpact) 



TABLE D ' 
Factors {Jsed in Detennining Expansion of Local Credit Base 



'Average time deposit of College $* 541,000 

Average demand deposit of <;ol lege ^ 165,000 

Average time deposit of employees 4,896 

Av<Brage demand deposit of emp],oyees 5^ 1,651 

Expansion of local bank credit base from 

College-related deposits 7,121,243 



Unrealized Loial Business Volume 



The operation of College enterprises that compete directly with local 
busihesseiB has a negative impact Ojci the business dector* In FY 1981, 

the volume ^of auxiliary enterprise business- at the College, including 

" # ■ ■ ^ • '■ 

the bookstore and food services, was $1,017,143. This figure, however, 

<» . • ^ . ■ • 

probably overstates the actual negative impact - siiice it does iiQt take 
into account the business activity that exists, solely because there is 
a College, such as the sale of textbooks* 



Government Sector 

Montgomery College contributes to the tax revenues of the County 
primarily through the incode and real estate taxes paid by its 

employees. Employees also increase the amount of revenue transfers from 

■ ■ ■ ■ • . » 

the State and federal governments to the County.. At the aame time, the 
County 8pend0 tax monies to support the College., ita employees and their 
families. In addition, the removal of -College-owned property from the 
tan rolls decreases revenue from County property taxes. 
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College^Related Revenues 



Montgomery County received about J?1. 3 mill ion from College-related taxes 
and transfers in FY 1'981 (Table 5) . This does not include $10 .6 million 
.^State aid- for the College, $5.4 million in State and federal student 
finatfci^l aidjT^^r «bout $100,000 in vocational education funds that came 
into the Couttty^ through the College. 



\ . TABLE E V , 

College-Related Revenues Received by Montgomery County 



Real estate taxes paid by College employees $ 673,950 

College-related real, estate taxes paid by 54,571 

. businesses « 

Real estate "taxes paid by the College 14,644 

Non-real property tax paid by College employees 78,512 

Income tax i>a^^ by Co l^lege employees 294,|^039 

Total taxes received by County ' $1,115,716 

State & Federal aid allocable^ to employee 147,376 j 
households , 

. ■ ( ' 

Federal Revenue Sh^f ing allocable to employee 28,691 
households 



Total aid transfers ' ,$ 176,067 

Total County Revenues $1,291,783 

The $673,950 in real estate tax$6,T>ai^ by College employees was based on 
the average assessed'^valuiB of Montgomery County homes, according to 
County assessment figures. [5] The average tax per homeowner was^ 
computed by multiplying the 1981 tax rate times the average assessed 
value. This result was then multiplied by the number of resident 
employee^ who owned homes. (Home owner ship was estimated from U.S. Census 
data.) [10] Real estate taxes ($54,571) paid by businesses were based otir 
the value of Colleger-related business property multiplied by the current 
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ratio of aasesafed. value to market value of taxable property^C-AS. 8%) . [5] 
The College also eatTmated that $14,644 of monies paid by the College 
for the lease "cff rental property went for property taxes. Non-real 
property taxes paid by employees of $78,512 were based on the non-tear 
taxes paid by the average County household. [6]' Local income tax 
payments of $294,03^ came from estimates made by the State comptroller 
from the percentage of total income spent on local income taxes. [3] 
Income tax figures ^are conservative because they take into account only 
earned income from the College. 

Only two revenue transfers were described because they were based 
primarily on resident status instead of needs or other special formulas. 
-The first transfer of $147,376 reflects monies received by the County 
from the State and federal governments for children of College 
employees enrolled in public schools. The estimate of this revenue is 
based on the average amount of aid per child [4] multiplied times the 
estimated number of school children in resident employee households. 
[4,91 The second transfer payment of $28,^91 for federal revenue 
sharing wa* computed by multiplying the amount of revenue receiyed per • 
capita [Jb] times the total' number of persona in resident employee 
households (1,919). 

College-Related Costs 

Along with the revenues received were costs the County incurred to 
support the College and its employees. The' main costs included about 
$1.3 million in municipal and school services, and almost $170,000 in 
foregone real estate taxes. The County also held about $3.0 million of 
school and other government property in support of services provided to 
College employees and their families (Table P). 

; IS 
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, TABLE F . • 

College-Related Costs Borne by Montgopery (^ounty 

* ■ 

Costs of municipal-type services $ ttl'Anfi 

Costs 'of operating public schools 6^*1 

Total costs . . $1,282,845. 

Foregone real estate taxes ^ \^iiq'^nl\ 

Value of government property 3,779,041 

Computation of the County's coat of. providing municipal type services 
and public schools for employees and their families was^ based on average 
costs per household. [9,10l Similarly the amount of government property 
allocated to College employees was based on" the value of all government 
property per local household as determined by the Maryland State 
Department of Assessments. [1] The method of estimating thfe value of 
real estate taxes that the Count^>£tf'nb*< receive because of the 
tax-free status of College pro^ty causes a built-in ynderptatemeni: of 
the tax revenue. -Xhe aver^^^alue of all County property per acre [6] 
was multiplied by the "total amount of , land occupied by the 'College's ^ 
three campuses and the 1981 tax rate Jor a total of $168,342. The 
difficulty of determining hpi^-the land might have been developed and the 
effect the College has had on surroundingr development ruled out other 
methods of calculating foregone taxes for this study. 



Job, Sector 

The greatest impact ,the College had on private individuals in the County 
was primarily through jobs and employment opportunities. The Colle'ge 
directly employed over 980 people full-time in FY 1981 as admitiistra- 
tors. faculty or support staff in its regular. Community Services, and 
auxiliary enterprise, operations (Table G). Over 340 additional people 
were employed by local buaine««es end the County governmetW: to support 
these College employee* and their families. The estimate of non-College 
job* was computed by ouUiplying the number of full-time College jobs by 
an employment multiplier of 1.35 and subtracting the number of College 
job* from the total. number o£ jobs [13]. 
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The tnultipller was based on the slze of the jurisdiction, the diversity 
of the ecQnomy, total business volume, and the size of local government 
operations. The College also employed' over 470 people in part-time , 
positions, which meant tlie College directly , influ^ced income i,n 
approximately 1,800 households. 



TABLE G 

Number of Local Jobs. Allocable to the Presence of the College 



Total full-tinle College employees including*^ 981 

Community Services and auxiliary exterprises 

Local govetnmenc and business jobs 343 

A. ' ■■- 

Total full-time jobs . 1,324 

Number of part-time College employees , ' 474 
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Discussion 



The operation of Montgomery College increases the ''impact of expendi- 
tures of County' tax dollars allocated to the College through the 
additional revenues the College receives from other sources. The 
College's operating revenues come from three primary sources: The 
.Cpunty, the Staee- of Maryland, and the students. Each contributed about 
a third of the cost of onerating the instructional and community services 
programs of the College W FY 1981 (Tablfe H). Every dollar the County 
taxpayers contributed in support; of the College ^as mattihed by 95 cents 
in State and federal support, or stated as a ratio, .95 to 1^ The ratio 
is the same for student tuition and fees to County contributions, .95 to 
1. Total operating revenues to COunty contribution results in a ratio of 
1.98 to 1, which means every County dollar was matched by almost $2 in 
student and State revenues. These ratios do not take . into ^a^count all 
State and federal student aid or vocational education funds.,. The 
expenditures of all these revenues resulted in the impacts found for the 
local business, government and job sectors. 



TABLE H 

Montgomery College Revenues by Source, FY 1981 



Sour£e 



Percentage 



Amount 



Student tuition & fees 
County appropr lat ion 
State aid . 

Other ^ 

Total 



31.8% 
33.5% 
31. 9Z 
2.8% 

100.0% 



$ 10,592,427 
11,160.048 
10,623.712* 
. 989,260 

$ 33,265,447 



* Includes pension and social security payments for College employees, 
as well as the State appropriation for the College. 



ERLC - 



21 



13. 



Su0 in e88 Sector 

I 

The total impact of College expenditures in Montgomery County, > 
;$12 million, was slightly greater than the County appropriation of $11.2 
million t;o the Colld^|e, The ratio of College impact to County appropri- 
ation was 1.07 to 1, or for every tax dollar t;he County spent for 
Montgomery College, about $1.07 was returned to the business sector in 
the County. In addition, 37 cents of every dollar spent by the College 
for operations, including employee salaries and benefits, supplies, 
energy, etc., entered the County's business sector as [Payment for goods 
and services. Much of the economic impact of the College (83%) was, 
generated by expenditures made by its employees. The higK proportion of 
resident employees, 73 percent, was the major contributing factor . By 
living in Montgomery County, these employees made a significant 
contribution to the local econony and the jurisdiction which prpvided 
approximately a third of their salaries. 

In FY 1981, the College spent about 18.6 percent of non-compensation 
monies in Montgomery County. This low percentage is probably due to the 
proximity of the two major retail regions o£ Baltimore and Wi^ahington and 
the use of bidding* procedures. \\ 

The employees and the College also helped expand the local credit base by 
more than $7.1 million through savings and checking accounts. This money 
in turn resulted in increased local investment and jdbs. 

The major Negative impact the College had on the business community was 
the $1 million of unrealized business volume that resulted frotrf 
College operatf^d enterprises. Since some of this activity, such as 
bookstore sales-'of textbooks, t^ould not occur if the College did hot 
exist, the negative impact is probably mu:ch less^ «^ 

V - ■ 



Government Sector 

i ■ ' 
The cost to the County of providing municipal and public school services 
to the resident employees of the College and their families is comparable 
to the College-related revenues received by the County. The ratio* of 
costs to benefits is .99 to 1, or for every 99 cents spent by the Couqty 
for municipal service^ or public schools, $1 was received as taxes or 
fund transfers (Tables E and F). The County, however, also owned about 
$3.8 million in government and school property in support of these 
services. In addition, the County lost at least $1^8,000 in foregone 
real estate taxes for tax-exempt property owned by the College. 

If State aid for the operating costs of the College are included in 
College-related revenues received by the County, the ratio of costs for 
services to benefits becomes .11 to T, instead of .99 to 1. Thus under 
this assump^on, for every 11 cents provided by the County for services 
to the College 'employees, the County receives $1 in revenue. 

In addition, ^art of the student aid And tuition came from State and 
federal scholarships and grants. In FY 1981, the College received $5.4 
million in State and federal student financial aid and over $96,000 to 
administer the Federal aid programs; The College "also received over 
$100,000 in Vocational Education funds. The comparison of County costs 
of providing College-related services and supporting Montgomery College 
to College-related revenues and ^tate and federal aid to students and the 
College results in a ratio of .72 to 1 (Table I). Thus, for every 72 
cents the County spends for providing College-related services and for 
supporting the College, .the College returns $1 in goUege-related 
revenues to the County. 
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TABLE I ■ 
Comparison of Councy Costs & College Related Revenues 

Costs 




Provision of services $ 1,282,845 Taxes & aid 

transfers 

Support of College 11,160,048 State support 

I for College 

Foregone property flax 168^342 State & federal 

' Student financial 

aid 

Fed. vocational- 104,745 
education funds 

TOTAL $12,611,235 ^ $17,543,089 

* Includes federal administration funds* 
** Incliides pension ($1,703,000) and Social Security ($909,000) for 

Colliege employees, as well as the State appropriation for the College* 



Job Sector 



The employment of approximately 1,450 people a^^ full or part-time 
positions makes Montgomery College a maj<^r County employer. The 
College's influence in the local job market is even more substantial when 
the 343 government and business jobs that exist in support of the 
College, its employees and their families are considered. Because the 
College is a labor intensive enterprise, reductions or increases, such as 
the addition of the Germantown campus^, can affect the local job picture. 

Future Impacts 

» 

Analyses also were made using FY 1982 and FY 1983 budget and compensation 
projections. The results assume no change in the local business volume, 
the County and school budget, the assessed value of local property, or 
the consumer characteristics of employees. Table J shows hov changes in 
the Montgomery. College budget can influence the local economy. 
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Table J 

Comparisons of College Econonric Impacts 

^ Fiscal Year ^ 

/ , 1981 1982* 1983* 

Local expenditures by College $ 1,490,835 $ 1,443,481 $ 1,461,087 
Local expenditures by employees 7,374,515 8,059,997 8,637,244 



Total local expenditures ^ 8,8^5,350 $9,503,478 $10,098,331 

Multiplier effect x 1.35 x 1'.35 . x 1.35 

Tot^l impact "~ ^ ' $11,968,223 $12,829,695 $13,632,747 

Government Sector 

Total taxe» & trinsfers . $ 1,291,784 $ 1,354, 562 $ 1,408;930 

i , 

* B^sed only on College budget inqreases for these y^ara with 1981 data 

for other variables. 

Prom FY 1981 to FY 1983 'the total' impact of the College on the local 
^onomy will increase an estimated 13.9 percent. All of the increase is 
related to local expenditures by'the College's employees, since most of 
the budget increasd was designated for higher salaries. It should be 
noted, that estimates for increased faculty compen'sation were not 
included because faculty compensation was under negotiation with the 
faculty at the time of the study. . * 
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the revenues received by the County as taxes and transfer payments, not 

including State aid for the College, will increase 9.1 percent oyer the 
two years. The irtcrease is a result of higher taxes paid by local 
faculty, staff and administrators. The use of 1981 County budget, tax, 
and assessment ,data in the formulas for FY: 1982 and FY 1983 was the 
primary reason that the increase was less than expected. If a modest 
increase of five percent is assumed for County budget, tax, and 
assessment data for the two-year period, the increase in total taxe$ and 
revenue transfers from FY 1981 to FY 1983 is $1.45 million, or 12.6 
percent more than the revenues for FT 1981. If the increase in County 
budget, tax, and assessment data was changed to five percent per year, 
the increase in total taxes and revenue transfers would be $1.5 million 
or 16.1 percent more in FY 1983 than the revenues for FY 1981. CoUege- 
related costs to the County were not estimated since relevant data for 
JET 1983 were not collected, * . 

** ' • 

Conclusion. 

■ - ' ' ' f- 

Montgomery College was not designed primarily to create jobs, generate 
busii(i0ss o% boost sales in the County. Many other institutions and 
businesses perform these, functions tmich more efficiently. In carrying 
out its primary task-- to provide high qunlity higher education to a 
diverse cross-section of County residents — the College has created new 
jobs and increased local business activity. The positive impact the 
College has had on the County's economy hat come from b^th a better 
trained workforce and the operation of a multi-million dollar complex^ 

This study did not uttempt to measure the value of the College's 
instructional programs to the worker and the County's economy. However, 
it has shown that the College, operating as onr of the bounty's major 
enterprises^ has had positive impacts on all sectors of the local 
econoBjr. These positive impacts are in addition to those made by 
Montgomery College through its principal mission of increasing the ' 
quality 6f life, knowledge, and skills of its students and of the ^ • 
eomnity it serves. ^ 
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